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Forward 


The attached Report of the Canadian Labour 
Force Development Board on the 1992 Budget 
for the Developmental Uses of Unemployment 
Insurance is the first of what will be annual 
reports of the Board on the Developmental 
Uses of Unemployment Insurance. It is 
also the first of the Board’s public reports. 
While the specific focus of this report is 
budgetary, its recommendations are 
consistent with the Board’s ongoing 
commitment to ensure that more, higher 
quality training is done in Canada, and 
that training is more accessible to all 
Canadians. It reflects the belief of the 
Board that spending on human resource 
development is the most important 
investment that can be made in Canada’s 
economic future. 


In addition to the Report of the Canadian 
Labour Force Development Board on the 1992 
Budget for the Developmental Uses of 
Unemployment Insurance, this document 
also includes the letter from the Co-chairs 
of the Board to the Minister of 
Employment and Immigration, together 
with the Board resolution that 
incorporates the Board's 
recommendations on the 1992 
Developmental Uses Budget. Finally, the 
document includes the resolution of the 
Board that creates a Standing Committee 
on Developmental Uses of Unemployment 
Insurance. This resolution indicates the 
issues related to the Developmental Uses 
of UI that the Board wants to deal with in 
the future. 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/6111/663948 


Report of the Canadian Labour Force 
Development Board on the 1992 Budget 
for the Developmental Uses of 
Unemployment Insurance 


Introducing the Board 


The Canadian Labour Force Devel- 
opment Board has been created to: 


1) serve as an advocate for more 
training, higher quality training, 
and more accessible training; 


2) advise the Government of Canada 
on all aspects of training and 
related employment programs and 
policies; and, 


3) make firm recommendations on a 
number of training issues 
including the links between 
income support and training. 


The Board is a not-for-profit 
corporation whose members are 
named by organizations that represent 
the major constituents in the labour 
market: eight Board members are 
named by each of business and 
labour; one member is named by 
organizations representing each of the 
four target groups under the 
Employment Equity Act — namely, 
aboriginal people, people with 
disabilities, visible minorities and 
women; and two members are named 
by organizations in the education and 
training sector. The federal and 


provincial governments are 
represented on the Board by senior 
officials who participate in a non- 
voting capacity. 


Developmental Uses of UI 
as an Issue for the Board 


At the time of its first meeting in May 
1991, the Board identified the 1992 
budget (or “expenditure plan” as 

it is referred to in the Unemployment 
Insurance Act) for the Developmental 
Uses of Unemployment Insurance 

as one of three matters that required 
prompt attention by the Board. 

( The other two were the creation of 
local labour force development 
boards, and the manner in which 
Employment and Immigration has 
responded to the recommendation of 
the CLMPC consultations on training 
of 1989-1990. ) 


The Board undertook to deal with the 
Developmental Uses budget both 
because of the longstanding interest of 
the Board’s constituents in the UI 
program and the sense of 
proprietorship that has resulted from 
the fact that business and labour pay 
the program’s entire cost as a result of 


the amendments to the Unemployment 
Insurance Act that were introduced 
through Bill C-21. Moreover, the 
Board was aware of the government's 
statutory obligation to consult with 
business and labour in preparing a 
budget, and further that if the Board 
was to have any meaningful input on 
the 1992 budget it had to be prepared 
to express its views by the beginning 
of September 1991. This early 
September deadline followed from the 
statutory obligation of the Minister of 
Employment and Immigration to 
table the 1992 Developmental Uses 
budget in the House of Commons by 
November 1st, 1991 and the need for 
the government to deliberate on the 
Board’s recommendations. 


In view of the foregoing 
considerations, the Board struck a 
Special Committee on Developmental 
Uses of Unemployment Insurance at 
its initial meeting. The Committee met 
on several occasions during the 
summer of 1991 in order to develop a 
general perspective on the 
Developmental Uses of UI and to 
consider alternatives for the 1992 
Developmental Uses budget. The 
Committee made preliminary 
recommendations to the Board at its 
August 1991 meeting and the Board 
adopted the recommendations that 
are reported below at its September 
1991 meeting. 


In recent months, the central concern 
of both,the Committee and the Board 
in dealing with the Developmental 
Uses of UI has been the 1992 
Developmental Uses budget. 
However, it is important to note that 
in the course of their work, both the 
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Board and Committee have been 
struck by the fact that there are a 
number of issues relating to the 
Developmental Uses of Unemploy- 
ment Insurance that require more time 
and attention than has been available 
to date. The Board has therefore 
agreed to create a Standing 
Committee on Developmental 

Uses of UI to look at the longer term 
issues and to prepare the Board to 
deal with each year’s Developmental 
Uses budget. 


A number of the issues requiring the 
future attention of the Board are 
identified below. One that requires 
attention at this juncture is the scope 
of what belongs in the UI program. 


The Board is acutely conscious of the 
fact that the consultations on training 
that were organized by the Canadian 
Labour Market and Productivity 
Center in 1989 and 1990 gave rise to a 
consensus among the business and 
labour participants in the exercise that 
Unemployment Insurance should 
only be used for earnings 
replacement. In context, this 

position was designed to highlight the 
fact that the participants in that 
consultation did not agree with the 
broadening of the scope of the 
Developmental Uses of UI that was 
introduced in Bill C-21. 


With regard to this issue, the Board 
wishes to make two things clear. First, 
it does not view its recommendations 
for the 1992 budget as passing 
judgment on one side or the other of 
this issue. Second, the Board will take 
up this issue directly as part of its 
ongoing work program. 


Recommendations of the 
Board with Respect to the 
1992 Developmental Uses 
Budget 


The Board is limiting itself to making 
recommendations with respect to four 
matters relating to the Developmental 
Uses budget for 1992. Specifically, the 
Board is making recommendations on: 
the overall size of the Developmental 
Uses budget for 1992; the allocation of 
the 1992 budget among 
Developmental Uses programs; the 
need to consider an increase in the 
resources devoted to counselling; and, 
the need to consider and accept the 
administrative consequences of the 
Board’s recommendation on the 
overall size of the Developmental 
Uses budget. 


The actual text of the Board’s 
recommendations is attached as an 
“Appendix” to this Report. Thus, in 
the text that follows, the focus of the 
Report will be to offer an explanation 
for the recommendations. 


a) The Total Budget 


The Board is recommending that the 
overall size of the Developmental 
Uses budget for 1992 be set at $1.8 
billion. Two benchmarks may help to 
put this amount in perspective. First, 
the Developmental Uses budget for 
1991 is $1.4 billion. Second, the 
statutory limit on Developmental Uses 
Expenditures of 15 per cent of 
estimated UI expenditures in 1992, 
would mean that the total 
Developmental Uses budget would 


have to be approximately $3 billion. 
Clearly, the proposed level of 
spending of $1.8 billion falls well 
within the range established by these 
benchmarks. 


Three considerations were important 
in causing the Board to propose a total 
budget of $1.8 billion. At a general 
level, the Board is very strongly of the 
view that Canada’s training efforts 
must be increased. It has been pointed 
out on numerous occasions over the 
past few years — by the federal 
government and by the constituencies 
that make up the Board — that an 
increased training effort is required 
by: the changing nature of world 
economic competition; new 
production technologies; changing 
demographic patterns; and the need 
to allow workers to take advantage of 
new economic opportunities. The 
Board recognizes that one of the 
implications of increasing Canada’s 
training effort is that more money will 
have to be spent on training; spending 
on training is an absolutely vital 
investment in Canada’s-economic 
future. Second — and again at a very 
general level — the Board’s willingness 
to recommend an increase in training 
expenditure under the Developmental 
Uses portion of Ul is tempered by 
concerns for the short term economic 
and fiscal consequences of doing so. 


In trying to strike a balance between 
these contending considerations, the 
Board has also been mindful of a 
commitment given by the government 
at the time that Bill C-21 was 
introduced. Specifically, the 
government made the point on many 
occasions that the purpose of the Bill 


was to reallocate money from 
“passive” to “active” programming; 
it was not to reduce the size of the 
UI program. This commitment has 
been important in leading the Board 
to the actual amount that is 
recommended as the total budget 
for Developmental Uses of UI. This 
is the size of Developmental Uses 
budget that would make the total 
estimated cost of UI in 1992 the same 
as what it would have been had C-21 
not been introduced. 


b) The Allocation of the Budget by 
Program 


The Board is recommending that the 
budget be allocated by program in the 
following manner: 


Work Sharing $100 million 

Job Creation 120 million 

Training 1,005 million 
(Income Support) 

Training 500 million 


(Course Costs/Supplementary 

Allowances) 
Self-Employment 75 million 
This recommended allocation is 
subject to three qualifying comments 
that should be considered to be part of 
the recommendation itself. 


First, the Board is aware that two 
factors are creating substantial 
uncertainty about the proper balance 
between Training (Income Support) 
and Training (Course 
Costs/Supplementary Allowances). 
One source of uncertainty is the rapid 
expansion of the funds available for 
training under the UI program which 
raises questions about the usefulness 
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of past experience in providing a 
guide to future experience. The other 
source of uncertainty are the new 
labour force development agreements 
that are being signed by the federal 
and provincial/ territorial 
governments. These agreements are 
likely to result in some reorganization 
of the spending responsibilities of the 
two levels of government and may 
reduce the need to charge certain 
course costs to the UI program. 


In view of the uncertainties just noted, 
the Board will monitor experience 
during the year to see if a mid-year 
reallocation is warranted by 
experience. Generally, the Board is 
concerned that the allocation to 
Course Costs/Supplementary 
Allowances may not be large enough 
in relation to Income Support. 


Second, it should be noted that the 
allocation of $75 million to Self- 
Employment is subject to the Board’s 
approval of the self-employment 
proposal that it is now considering. If 
the Board does not reach a favourable 
conclusion on the Self-Employment 
proposal, then the $75 million should 
be reallocated to training. In view of 
the uncertainty surrounding the 
allocation between Training (Income 
Support) and Training (Course Costs / 
Supplementary Allowances), no 
attempt will be made at this time to 
specify more precisely how the $75 
million should be reallocated. 


Third, the Board wishes to emphasize 
that while it is willing to contemplate 
reallocations within the year based on 
experience that might raise the 

spending limits on various programs, 


ee 


the Board does not view the $120 
million that has been allocated to job 
creation in this light. The Board views 
the $120 million as an absolute 
maximum. 


It should also be noted that of the 
program areas to which the Board is 
recommending budgetary allocations 
in 1992, all but Self-Employment had 
budgetary allocations in 1991. The 
Board is not recommending 
budgetary allocations in 1992 to other 
Developmental Uses program areas 
for which the UI Act permits 
allocations. However, it should be 
noted that one of the program areas to 
which no allocation has been made is 
mobility assistance. The Board has an 
active interest in this area and has 
asked Employment and Immigration 
to work on a mobility assistance 
proposal. 


c) Counselling Resources Need to be 
Increased 


The Board is of the firm view that the 
effectiveness of the programs that are 
administered directly and indirectly 
by Employment and Immigration can 
be enhanced if adequate counselling is 
available to the programs’ clients. 
Moreover, effective counselling can 
also reduce the likelihood and 
duration of unemployment in both the 
present and the future. Thus, effective 
counselling can reduce the long term 
cost of Employment and 
Immigration’s programs. 


This view was also expressed by a 
number of the task forces on training 
that were organized by the Canadian 
Labour Market and Productivity 


Center at the request of the former 
Minister of Employment and 
Immigration, the Hon. Barbara 
McDougall. Like the Board, these task 
forces were made up of representa- 
tives of business, labour and target 
groups under the Employment Equity 
Act. Their shared experience under- 
lines the importance of counselling. 


Unfortunately, circumstances in the 
recent past have tended to reduce the 
resources available for counselling. 
Like other parts of the Government of 
Canada, Employment and 
Immigration has had limited ability to 
make net additions to its staff. At the 
same time, the recession has 
substantially increased the resources 
required to process regular UI benefits 
and therefore caused some 
reallocation of Employment and 
Immigration staff away from 
counselling. 


d) Administrative Staff and Resources 
Should be Increased as Required 


In recommending a Developmental 
Uses budget of $1.8 billion for 1992, 
the Board is proposing a financial 
commitment that will move Canada in 
the direction of providing more 
training, higher quality training, and 
more accessible training. At the same 
time, the Board is aware that the $1.4 
billion that has been budgeted for 
Developmental Uses of Ulin 1991 will 
not be spent in its entirety. Several 
things have contributed to this 
expenditure shortfall including supply 
bottlenecks that may have been 
inevitable in the face of such a large 
increase in Developmental Uses 
funding. 


However, the Board is concerned that 
one of the supply bottlenecks may not 
be of such a short term nature. We are 
seriously concerned that the staff 
complement at Employment and 
Immigration is not large enough or 
adequately resourced to deliver the 
level of Developmental Uses 
programming that we believe is 
appropriate. Employment and 
Immigration has estimated that it 
would have to increase its staff by 
approximately 460 positions and its 
administrative budget by 
approximately 35 million. The Board 
is not in a position to vouch for the 
detail of these estimates, but it is firm 
in its view that Employment and 
Immigration must have the staff and 
resources to implement the full $1.8 
billion in Developmental Uses 
programming. 


Future Work on the 
Developmental Uses of UI 


This is the first report of the Board on 
the Developmental Uses of 
Unemployment Insurance and we 
expect that we will be reporting 
annually on the budget for the future 
years. It is our hope and expectation 
that these reports will become both 
more comprehensive and more 
detailed in the future. During the 
process of preparing its 
recommendations on the 1992 
Developmental Uses budget, the 
Board and its Committee encountered 
a number of issues that could not 
possibly be resolved prior to the 
tabling of the 1992 Developmental 
Uses budget. These issues range from 
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the philosophical, to the program 
specific, to the budgetary. Given the 
reality of this large number of 
unanswered questions about the 
Developmental Uses of UI, the Board 
has decided to create a Standing 
Committee on Developmental Uses of 
Unemployment Insurance. 


The Board looks forward to reporting 
on the Developmental Uses of UI in 
future years. 
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Oegeober 15, 1991. 


The Honourable Bernard Valcourt 
Minister of Employment and Immigration 
Employment and Immigration Canada 
Place du Portage, Phase IV 

140 Promenade du Portage 

ew Floor 

Hull, Québec 

K1A 0J9 


Dear Minister, 


As co-chairs of the Board, we have the pleasure of presenting you 
with the Recommendations of the Special Committee on the 
Developmental Uses of Unemployment Insurance, approved at the 
meeting of the Canadian Labour Force Development Board on 
September 4, 1991. We would like to add that the Board’s full 
Report on the 1992 Budget for the Developmental Uses of 
Unemployment Insurance is also available at this time. 


The constituents that make up our Board have had a longstanding 
interest in the Developmental Uses of UI. This interest has 
become somewhat proprietorial since Bill C-21 was adopted and the 
full cost of the UI program is now being borne by business and 
labour. Thus, it is probably fitting that the Board’s first 
report to you should be on the Developmental Uses of Unemployment 
ihersnbaae ios? 


In its Report the Board is limiting itself to making 
recommendations with respect to four matters. 


Our first recommendation relates to the total budget. As you 
already know, the key to Canada’s growth and competitiveness, and 
to dealing with skilled labour shortages, will rest in our ability 
to train a highly skilled workforce, capable of adapting to the 
evolving work environment. This is why we believe very strongly 
that the commitment to enhancing Canada’s training effort must 
have a financial dimension to it and we are recommending a total 
Developmental Uses budget for 1992 of $1.8 billion. This compares 
with a budget of $1.4 billion in 1991. 


We are also recommending that the allocation of funds be made 
along similar lines as in the 1991 budget but with an emphasis on 
training support. You will note the addition of Self Employment 
programs to the Developmental Uses for which we are recommending 


funding in 1992. 


73 — 66 rue Slater St., Ottawa, Ontario K1P5H1 (613) 230-6264 Fac: (613) 230-7681 


You are no doubt aware that there has been a great deal of 
controversy about whether Unemployment Insurance funds should be 
used to pay for anything other than ineome .cuppork | “huis 
important to be explicit here, as it is in the Report, that the 
Board is not passing judgment on this issue within its 
Recommendations. Indeed, the Board is committed to dealing with 
this issue as part of 2ts ongoing "were clogmem:. 


The Board is also making a recommendation for increased 
counselling services. It views’ counselling as an integral 
component that enhances the effectiveness of employment programs 
and helps to reduce the cost of Unemployment Insurance. We are 
interested in reviewing with Employment and Immigration Canada 
measures that will increase both the amount and the quality of 
counselling available to employment program clients. 


Our final recommendation is for increased administrative staff and 
resources. We are concerned that the existing level of staffing 
is not adequate to deliver the full $1.8 billion in Developmental 
Uses programming. The Board feels that additional Employment and 
Immigration staff and resources will need to be made available, in 
order to deliver the larger amount of Developmental Uses 
programming. 


Once again, it is a pleasure to provide you with these highlights 
of the Board’s Report, which we expect is the first of many on 
this and other subjects. Indeed, we expect that in future years, 
after we are more fully established, we will comment more 
extensively on the Developmental Uses budget and programs. 


Sincerely yours, 


E. Gérard Docquier U. Laurent. Thabauie 
CoACitasi¢ Co-Chair 
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Recommendations of the Special 
Committee on Developmental Uses 
of Unemployment Insurance to 

the Canadian Labour Force 


Development Board 


1) The total budget for 
developmental uses of 
Unemployment Insurance in 1992 
should be $1.8 billion. 


2) Subject to the three qualifying 
remarks below, the total budget for 
developmental uses should be 
allocated among component programs 
in 1992 in the following manner: 


Work Sharing $100 million 

Job Creation 120 million 

Training 1,005 million 
(Income Support) 

Training 500 million 


(Course Costs/ Supplementary 
Allowances) 
Self-Employment 75 million 
The following remarks should be 

considered part of this 
recommendation: 


A) The balance between Training 
(Income Support) and Training 
(Course Costs/Supplementary 
Allowances) must be subject to close 
monitoring to assess whether the 
allocation to Training (Course 
Costs/Supplementary Allowances) is 
large enough in relation to Training 
(Income Support). If experience 


demonstrates the need to increase the 
size of Training (Course Costs) relative 
to Training (Income Support), there 
will be a reallocation from Training 
(Income Support). Moreover, 
experience may demonstrate that a 
reallocation from other programs to 
training is required. 


B) The $75 million that has 

been allocated to Self-Employment 
is subject to the Board’s approval of 
the Self-Employment proposal 

that has been developed by 
Employment and Immigration 

and that is being considered by the 
Board’s Special Committee on 
Employment Program Priorities. If 
that approval is not forthcoming, then 
the $75 million should be reallocated 
to training. 


C) The $120 million that has been 
allocated to Job Creation is an absolute 
maximum while mid-year 
reallocations among and between 
other programs that are approved by 
the Board could raise the spending 
limits in other areas. 


For greater certainty it should be 
noted explicitly that there is an 
expenditure allocation for only one 
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developmental use that has not been 
funded previously — namely, Self- 
Employment. 


3) In principle, there should be an 
increase in counsellors and resources 
devoted to counselling and the Board 
wishes to review a specific proposal 
from Employment and Immigration 
with respect to counselling. At this 
stage, the Board wishes to record its 
interest in the provision of counselling 
service for target groups under the 
Employment Equity Act. 


4) Inrecommending a total 
developmental uses budget of $1.8 
billion for 1992, the Board is aware of 
the need to add staff and 
administrative resources in order to 
deliver a larger amount of 
Developmental Uses programming 
and is supportive of the increase in 
staff and administrative resources that 
may be required to deliver the 
proposed $1.8 billion in 
Developmental Uses programming. 


Resolution to Create a Standing 
Committee on Developmental Uses of 
Unemployment Insurance 


The co-chairs of the Board recommend 
the creation of a Standing Committee 
on Developmental Uses of Unemploy- 
ment Insurance. The membership, 
mandate and immediate work of the 
Committee will be as follows: 


Membership: The Committee will 
have eight members including the co- 
chairs of the Board. The members of 
the Committee will all be members of 
the Board and will be made up of 
three business members, three labour 
members, and two other members of 
the Board. 


Mandate: The mandate of the 
committee is to: 


- make recommendations to the 
Board on the total amount and 
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allocation by program of the annual 
expenditure plan for the 
Developmental Uses of 
Unemployment Insurance; 


- make recommendations to the Board 
on issues relating to the 
Developmental Uses of 
Unemployment Insurance such as 
those identified in the attached; 


- acquire a good working knowledge 
of the Developmental Uses of 
Unemployment Insurance and 
respond to requests for advice and 
recommendations coming from the 
Board. 


Aspects of Developmental Uses 
Requiring Further Action by the CLFDB 


Philosophical/Policy Framework of Developmental Uses 
* what belongs in U.I. (longer term) 
¢ role of individual responsibility/initiative in Developmental Uses programs 
(longer term) 
* local input in the policy and budgetary process (longer term) 


Programs 

* closer examination of work sharing and job creation (medium term) — 
employment equity criteria within Developmental Uses programs (short 
term) 

¢ feepayers (short term) 

¢ self-employment (shorter term) 

¢ the cost and effectiveness of training institutions (medium term) — flexibility 
of training programs in terms of the ability of participants to revise their 
programs (medium term) 

* program evaluation 


Budget 
¢ regional allocation (short term) 
¢ staff resources in general and for counselling in particular (medium term) — 
rationalizing fiscal and calendar year budgeting — number of clients versus 


depth of intervention 
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